Roberta Cross Guns

Special Assistant Attorney General
840 Helena Avenue

Helena, MT 59601

406-444-2040

Attorney for Montana Insurance Department
BEFORE THE STATE AUDITOR;

EX-OFFICIO COMMISSIONER OF INSURANCE
HELENA, MONTANA

IN THE MATTER OF: ) CASE NO. INS-2005-19

RICHARD PANKOWSKI
278 Freeport Road
Pittsburgh, PA, 15238

NOTICE OF PROPOSED AGENCY
DISCIPLINARY ACTION

AND OPPORTUNITY FOR HEARING
JEFFERSON PILOT FINANCIAL
INSURANCE COMPANY

8801 Indian Hills Drive

Omaha, NE 68111

JEFFERSON PILOT LIFE INSURANCE
COMPANY

PO Box 21008

Greensboro, NC 27420-1008
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Respondents.

Staff of the Insurance Department (Department) of the office of the State Auditor as
Commissioner of Securities of the state of Montana (Commissioner), pursuant to the authority of
the Montana Insurance Code §§33-1-101, et seq., MCA (2003), is proposing to the
Commissioner that he take specific action against RICHARD PANKOWSKI (Pankowski), an
insurance producer licensed in Montana, JEFFERSON PILOT LIFE INSURANCE COMPANY
(Jefferson Pilot Life) with a principle place of business located in Greensboro, North Carolina,
an approved insurer, and JEFFERSON PILOT FINANCIAL INSURANCE (Jefferson Pilot
Financial) with a principle place of business located in Omaha, Nebraska, an approved insurer,

named above for violations of the Montana Insurance Code. The Commissioner has authority to
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take such action under the provisions of Sections 33-1-102, 33-1-301, 33-1-317, 33-1-1302, 33-
17-201, 33-17-1001, and 33-18-102, (2003) MCA.

In particular, the Insurance Department’s staff is recommending specific action against
Pankowski, Jefferson Pilot Life and Financial including imposition of appropriate fines,
appropriate restitution with interest and revocation or suspension of Respondents’ registrations
and licenses pursuant to the provisions of the Montana Insurance Code.

Service of process is pursuant to Section 33-1-314 (4), MCA.

REASONS FOR ACTION

There is probable cause to believe that the following facts, if true, justify and

support such specific action.

ALLEGATIONS
1. The time period relevant to this action is June 2003 through July 2004.
2. Richard Pankowski (Pankowski) became a licensed insurance producer on or

about October 31, 2003, identified with license number 946584.

3. Pankowski became appointed to sell insurance for Jefferson Pilot Life and
Jefferson Pilot Financial on or about November 6, 2003.

4. Pankowski began contacting chiropractors in Montana in early 2003 holding
himself out as a business consultant doing business as or for Customized Business Strategies,
Inc., (CBS) located in Pittsburgh, Pennsylvania.

5. Pankowski contacted MW, a chiropractor living and conducting business in
Montana. Pankowski entered into a consulting contract with MW for purposes of business

consulting on or about July 8, 2003. A check for $3,000 issued from MW’s business account to
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CBS on or about July 1, 2003 and is recognized in the consulting contract as payment in full for
services offered and rendered during the term of the contract.

6. Pankowski then offered and sold a “Key Man” life insurance policy from
Jefferson Pilot Financial to MW as part of the business consultation. Pankowski indicated this
was an important addition to MW’s business plan and that it was a powerful savings tool for the
business because it could be written off as a business expense. MW already had a life insurance
policy when Pankowski advised MW to purchase the “Key Man” policy.

7. The application for the “Key Man” policy MW purchased indicates MW signed it
in Pittsburgh, Pennsylvania. However, MW indicates the application for this policy was signed
in Montana. The application MW signed was dated as signed on September 9, 2003.

8. On or about July 31, 2003, RG signed an application for life insurance with
Jefferson Pilot Financial. Pankowski provided the application to RG as part of Pankowski’s
consultation provided through Pankowski’s business, CBS.

9. Pankowski advised RG to transfer three whole life policies RG owned into one
Jefferson Pilot product. Pankowski convinced RG that this was a better retirement vehicle than
the whole life policies RG owned. Pankowski failed to file any replacement forms regarding this
change from the whole life policies to the Jefferson Pilot life insurance product.

10. The application indicates RG signed it in Pittsburgh, Pennsylvania. However, the
application was signed in Montana.

11.  Pankowski advised RG that the monthly premium for this product would be $500.
The actual cost to RG each month was $719.54. Additionally, RG was never advised of the
$3,948.85 expense charge associated with the Jefferson Pilot Financial product, nor was RG

advised of the $277.75 monthly charge that was in addition to the premium charge.
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12.  RG experienced a devastating loss to RG’s business in or about July 2004 causing
RG to close the business for a period of at least eight months. During that period, RG sought to
have a reduction in his premium. At that time the premiums were deducted from the policy. RG
contacted Pankowski’s business, CBS. No response was provided from CBS. RG then
contacted Jefferson Pilot Financial who provided RG with a “Change of Policy” form. RG
sought advice from CBS on how to complete the form. Again no response was provided from
CBS. A written request to change RG’s representative from Pankowski to a Jefferson Pilot
Financial advisor located in Montana was submitted to Jefferson Pilot Financial on or about
January 4, 2005. More time passed without response from either Jefferson Pilot Financial, CBS,
or Pankowski. In or around April 2005, RG received another form to change the amount of
premium and policy. To date the premium remains at the original cost.

13.  On or about September 29, 2003, SA signed an application for life insurance with
Jefferson Pilot Financial. Pankowski was the agent on that policy.

14. Sometime in July 2003, Pankowski met with DS in Pankowski’s capacity as a
business consultant with his business, CBS. Pankowski was hired in his consulting capacity to
advise DS with regard to DS business. On or about September 29, 2003, DS signed an
application for life insurance with Jefferson Pilot Financial. Pankowski was the agent on that
policy.

15. The application DS signed does not indicate that other life insurance policies were
transferred or cashed in to purchase the Jefferson Pilot product. However, DS indicates that such
transaction did occur and that DS surrendered the policies identified in the application for the
purpose of purchasing the Jefferson Pilot product. No replacement forms were filed as a result

of this transaction.
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16. Sometime in 2003, Pankowski entered into a consulting contract with JS to
provide business consultation with his company, CBS. On or about September 30, 2003, JS
signed an application form for life insurance with Jefferson Pilot Financial. Pankowski was the
agent for this transaction.

17. On or about October 15, 2003, MB signed a contract to purchase a Jefferson Pilot
Life annuity. Pankowski was the agent for this transaction. It appears the date was altered next
to three of the signatures on this application, without initials or signatures indicating knowledge
of the change. Three of the signatures appear to have been changed to reflect November (11) as
the month the signatures were affixed to the documents, rather than October (10) when the
signatures were actually affixed to the documents.

18.  The application forms used by Pankowski when he solicited sales of Jefferson
Pilot life insurance products were not approved in Montana in three specific instances: the
application signed by MW, RG and an application signed by JH. All applications were signed in
Montana and are required to be approved by the Montana Insurance Department.

19.  The policies issued by Jefferson Pilot Financial were not on forms approved for
use in Montana in three specific instances: policies issued to MW, RG and JH.

Based on the foregoing allegations, if proven, the Department relies on the following:

CONCLUSIONS OF LAW
1. The State Auditor is the Commissioner of Insurance pursuant to section 2-15-
1903, MCA.
2. The insurance department is under the control and supervision of the

Commissioner pursuant to section 33-1-301, MCA.
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3. A person may not transact a business of insurance in Montana or a business
relative to a subject resident, located or to be performed in Montana without complying with the
applicable provisions of the Montana Insurance Code pursuant to section 33-1-102, MCA.

4. The Commissioner shall administer the Department of Insurance to protect
insurance consumers pursuant to section 33-1-311, MCA.

5. Pankowski violated §33-17-201, MCA, by conducting insurance business in
Montana without proper licensure on at least six occasions.

6. Pankowski violated §33-17-236, MCA, by holding himself out as representing
Jefferson Pilot Life Insurance Company and Jefferson Pilot Financial Insurance Company
without an appointment to do so on at least six (6) occasions.

7. Pankowski violated §33-17-502, MCA, by providing insurance consultation
services in connection with his business CBS, without being properly licensed to do so on at
least four (4) occasions.

8. Pankowski violated §33-17-511, MCA, by receiving consideration for insurance
consultation services he provided in Montana without a written memorandum that included his
insurance producer’s license number, outlined the services and the associated costs on at least
four (4) occasions.

9. Pankowski violated §33-17-512, MCA, by receiving compensation for insurance
consultation services he provided in Montana when he also received a commission for selling an
insurance product on at least four (4) occasions.

10.  Pankowski violated §33-15-402 (4), MCA by altering the dates on an application

he received in Montana, without the written consent of the applicant, MB.
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11.  Pankowski violated §33-18-204, MCA, by inducing two Montana insurance
customers to surrender and exchange their life insurance policies for the purpose of purchasing a
product for which Pankowski would receive a commission.

12.  Pankowski violated §33-18-204, MCA, and ARM §§6.6.303 and 306 by failing to
file replacement forms on at least two (2) occasions.

13. Pankowski violated §33-17-1001 (1) (c), (f), MCA on at least six occasions.

14.  Pankowski violated §33-1-1302, MCA on at least one occasion when he
represented that CBS would act as the insurance agent for purposes of servicing the contract and
then was completely unavailable through CBS or any other contact to provide required assistance
to RG.

15.  Jefferson Pilot violated §33-1-501, MCA, by issuing applications and policies on
forms that were not approved for use in Montana involving three Montana customers.

Based on the foregoing, the Department seeks the following:

RELIEF SOUGHT

1. Order Pankowski, Jefferson Pilot Financial and Jefferson Pilot Insurance to pay
restitution to the victims in this case, including 10% interest from the date of the wrong-doing,
pursuant to §33-1-1301, MCA.

2. Order Respondent Pankwoski to pay fines not to exceed $5,000 for each
identifiable violation of §33-17-201, MCA, pursuant to § 33-1-317, MCA.

3. Order Respondent Pankowski to pay fines not to exceed $5,000 for each
identifiable violation of §33-17-236, MCA, pursuant to § 33-1-317, MCA.

4. Order Respondent Pankowski to pay fines not to exceed $5,000 for each

identifiable violation of §33-17-502, MCA, pursuant to § 33-1-317, MCA.
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5. Order Respondent Pankowski to pay fines not to exceed $5,000 for each
identifiable violation of §33-17-511, MCA, pursuant to § 33-1-317, MCA.

6. Order Respondent Pankowski to pay fines not to exceed $5,000 for each
identifiable violation of §33-17-512, MCA, pursuant to § 33-1-317, MCA.

7. Order Respondent Pankowski to pay fines not to exceed $5,000 for each
identifiable violation of §33-15-402, MCA, pursuant to § 33-1-317, MCA.

8. Order Respondent Pankowski to pay fines not to exceed $5,000 for each
identifiable violation of §33-18-204, MCA, pursuant to § 33-1-317, MCA.

4. Order Respondent Pankowski’s license in Montana suspended and or revoked for
violating the provisions of § 33-17-1001, MCA, pursuant to § 33-17-1001, MCA.

5. Order Respondents Jefferson Pilot Financial and Jefferson Pilot Insurance to pay
fines not to exceed $25,000 for each identifiable violation of §33-1-501, MCA, pursuant to § 33-

1-317, MCA.

PUBLIC INTEREST

For any and all of the reasons set forth above, it is in the public interest and will
protect Montana insurance customers to:
1. Issue a cease and desist order barring Pankowski, Jefferson Pilot Financial and

Jefferson Pilot Insurance from further violations of the Insurance Code;

2. Suspend or revoke Jefferson Pilot Financial’s certificate of authority;
3. Suspend or revoke Pankowski’s insurance producer’s license;
5. Suspend or revoke Jefferson Pilot Life’s certificate of authority;
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5. Order Respondents to pay administrative fines in an amount and upon such terms
and conditions as supported by the evidence and determined at hearing of this matter;

6. Order Respondents to pay restitution to Complainants in an amount and upon
such terms and conditions, including the statutory 10% per annum interest on the losses
Complainants incurred, as supported by the evidence and determined at hearing of this matter;
and

7. Take such other actions which may be in the public interest and necessary and
appropriate for the protection of Montana investors.

STATEMENT OF RIGHTS

You are entitled to a hearing to respond to this notice, present evidence and arguments on
all issues involved in this case. You have a right to be represented by an attorney at any and all
stages of this proceeding. You may demand a formal hearing before a hearing examiner
appointed by the Commissioner pursuant to the Montana Administrative Procedure Act, sections
2-4-601, MCA, and following, including Section 2-4-631, MCA. If you demand a hearing, you
will be given notice of the time, place and the nature of the hearing.

If you want to contest the proposed action under the jurisdiction of the Commissioner,
you must advise the Commissioner within fifteen (15) days of the date you receive this notice.
You must advise the Commissioner of your intent to contest the proposed action by writing to
Roberta Cross Guns, Special Assistant Attorney General, State Auditor’s Office, 840 Helena
Avenue, Helena, Montana 59601. Your letter must clearly indicate whether you demand a
hearing, or whether you waive formal proceedings and, if so, what informal proceedings you
prefer for disposition of this case. Pursuant to Section 2-4-603(2), MCA, you may not request to

proceed informally if the action could result in suspension, revocation or any other adverse
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action against a professional license. Should you request a hearing on the matters raised in this
Notice, a hearing must be held within 45 days of the request, unless postponed by mutual consent
of the parties, pursuant to § 33-1-701 (2), MCA.

Should you request a hearing, you have the nght to be accompanied, represented, and
advised by counsel. If the counsel you choose has not been admitted to practice law in the stale

of Montana, he or she must comply with the requirements of Application of American Smelting

and Refining Co., (1973), 164 Mont. 139, 520 P.2d 103.

CONTACT WITH INSURANCE COMMISSIONER'’S OFFICE

If you have questions or wish to discuss this matter, please contact Roberta Cross Guns,
legal counsel for the State Auditor, at 840 Helena Avenue, Helena, MT, 59601, (406)-444-2040
or, within Montana, (800)-332-6148. If an attorney represents you, please make any contacts
with this office through your attorney.

POSSIBILITY OF DEFAULT

Failure to give notice or to advise of your demand for a hearing or informal procedure
within fifteen (15) days, will result in the entry of a default order imposing the disciplinary
sanctions against you and your license, without further notice to you, pursuant to 6.2.101,
Administrative Rules of Montana and the Attorney General's Model Rule 10, 1.3.214.

DATED this_/ & "“day of November 2005,

JOHN MORRISON

State Auditor and ex-officio
Commissioner of Insurance

By bl Curon oo

Roberta Cross Guns
Special Assistant Attormey General

Notice of Proposed Agency Disciplinary Action Page 10




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




